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Generalizations about economic conditions throughout China as
a whole were notoriously unwise, but a student of the situation in
1933 could take advantage of the reports of two highly qualified
foreign observers who investigated the position on the spot in this
year. Sir Arthur Salter's1 and Dr. Rajchman's2 reports, together with
the excellent surveys of conditions which were given, this year, in
several of the annual reports issued by Chinese banks, made it
possible to sketch the position in a few broad strokes.
The habitual poverty of the Chinese peasant sharpened in 1933 to
a state of acute distress which was distinctly worse than that which
the World Economic Depression had inflicted on the majority of
agricultural populations. Sir Arthur Salter, in an analysis of the
causes, considers that though, through the consequences of political
unrest, there had been during recent years a steady deterioration of
agrarian conditions in China, the immediate cause of disaster came
largely, if not primarily, from the currency side, i.e. the appreciation
of the Chinese dollar (a consequence, in part, of Great Britain's and
America's abandonment of the gold standard), which depressed
China's internal prices and dislocated her internal, as well as external,
trade. Be the cause what it might, we are shown the Chinese farmer
in 1933 producing at a loss, with his capital resources exhausted,
credit unobtainable, and himself deeply sunk in debt. At the same
time the Government had to continue the process of balancing their
budgets by borrowing at an effective 10 per cent., while China's
adverse trade balance, coupled with a reduction of the compensating
remittances from Chinese settlers abroad, produced the unusual
spectacle of silver flowing out of a country which had been, till
recently, the greatest silver consumer.
An illustration of the combined effect of depressed internal
prices and of transport paralysis, due to civil unrest and excessive
taxation, is provided by the figures for China's import of cereals
in 1933. In spite of the fact that, in districts that were normally
within reach of the great centres of consumption, Chinese farmers
were now unable to sell their stocks of grain, rice and wheat were
imported into China to the value of 77,000,000 and 45,000,000 dollars
respectively, and these were the largest two items in the whole list of
imports.
Part of the wheat imported was brought to China under the Cotton
1  Sir Arthur Salter's report to the Chinese Government in Ms capacity of
Economic Adviser,  dated February  1934.   (See the  Supplement to  The
Economist of the 19th May, 1934.)
2  Report of the Technical Agent of the Council on his mission in China (League
of Nations document, General 1934.1.).